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ANIMALS
 COWS. The plaintiff was injured while riding in a vehicle which 
struck a cow owned by the defendant after the cow wandered onto 
the highway from a fenced pasture.  The plaintiff alleged that the 
defendant was negligent in permitting the cow to roam at large 
onto a public highway in violation of Wyo. Stat. § 11-24-108. 
The evidence showed that the cow escaped through a hole in the 
fence near the gate, probably from a cow rubbing against the gate. 
The trial court had granted summary judgment for the defendant, 
ruling that the damaged gate showed that the defendant was not 
negligent. The appellate court reversed, holding that the damage 
raised an issue of fact as to whether the defendant had reasonably 
maintained and inspected the fence to prevent escapes by cows; 
therefore, summary judgment was not proper.  Hincks v. Walton 
Ranch Co., 2007 Wy. 12, 2007 Wyo. LEXIS 12 (Wyo. 2007).
BANkRuPTCy
GENERAL
 INVOLuNTARy PETITION. The debtor owned 2000 acres 
of mostly pasture land and operated a cattle buying, raising and 
selling business. The debtor’s income tax return reported almost 
all of the debtor’s income and expenses on Schedule F. A creditor 
filed	an	involuntary	Chapter	7	petition	against	the	debtor	and	the	
debtor challenged the petition on the basis that the debtor was a 
farmer exempt from involuntary petitions under Section 101(20). 
The	appellate	court	affirmed	the	Bankruptcy	Court’s	dismissal	of	
the involuntary case because the debtor’s tax return showed more 
than 80 percent of the debtor’s income came from farming and the 
evidence of the debtor’s business dealing demonstrated that the 
debtor was in the business of farming. Although the court did not 
specifically	rule	on	this	issue,	the	decision	is	some	support	for	using	
both income tests- (1) the tax test, using the debtor’s gross income 
from farming based on income tax returns, and (2) the totality of 
the circumstances test, examining the debtor’s business operations.  
In re Sharp, 2007 Bankr. LEXIS 81 (Bankr. 10th Cir. 2007).
FEDERAL  AGRICuLTuRAL 
PROGRAMS
 ANIMAL IDENTIFICATION SySTEM. The APHIS has 
announced that it is making available for review and comment 
three	 documents	 related	 to	 the	National	Animal	 Identification	
System: A Draft User Guide, a Program Standards and Technical 
Reference	document,	and	a	technical	specification	document	for	
the animal tracking databases. All three documents are available 
at http://animalid.aphis.usda.gov/nais/. The documents may also 
be viewed in the APHIS reading room located in room 1141 of 
the USDA South Building, 14th Street and Independence Avenue 
SW., Washington, DC. 72 Fed. Reg. 4680 (Feb. 1, 2007).
 CHECk-OFF. The plaintiffs were importers of avocados 
subject to the Hass Avocado Promotion, Research and Information 
Act, 7 U.S.C. §§ 7801-7813, and the assessments made under 
the Act which were used to promote consumption of avocados. 
The plaintiffs argued that the assessments violated the plaintiffs’ 
First Amendment right to be free of compelled speech. The suit 
was dismissed by the trial court because the plaintiffs failed to 
exhaust their administrative remedies under Section 7806.  The 
appellate court held that “jurisdictional exhaustion,” which 
prohibited judicial review until all administrative remedies had 
been exhausted, required a clear and unambiguous statement in the 
statute that no judicial review was allowed until the administrative 
review process was exhausted. The appellate court held that the 
Act contained no such language; therefore, the plaintiffs were 
not prohibited from seeking judicial review before exhausting 
all available administrative reviews. However, because judicial 
review is discretionary where an administrative review is available, 
the appellate court remanded the case to the trial court for a 
decision as to whether the courts should exercise its discretion to 
perform judicial review prior to exhaustion of all administrative 
review. On remand, the trial court granted summary judgment to 
the defendants on the First Amendment claim because the Hass 
Avocado	promotion	program	was	sufficiently	similar	to	the	beef	
promotion program in Johanns v. Livestock Marketing Ass’n, 544 
U.S. 550 (2005) which the Supreme Court held to be governmental 
speech not subject to First Amendment claims. See also Avocados 
Plus, Inc. v. Veneman, 421 F. Supp. 2d 45 (D. D.C. 2006), on 
rem. from, 370 F.3d 1243 (D.C. Cir. 2004). The plaintiffs next 
argued that a narrow exception provided in Johanns allowed their 
challenge if the advertising associated the avocado advertising 
with the plaintiffs. The plaintiffs submitted an internet survey 
that demonstrated that consumers attributed the advertising to 
the plaintiffs. The court held that the advertising did not meet the 
exception because the ads did not mention the plaintiffs and the 
survey was not reliable to demonstrate that consumers associated 
the ads with the plaintiffs. Avocados Plus, Inc. v. Johanns, 2007 
u.S. Dist. LEXIS 4572 (D. D.C. 2007).
 FOOD SAFETy. The Food Safety and Inspection Service 
(FSIS)	has	 issued	 a	notice	 clarifying	 that	flavor	products,	 e.g.,	
flavor bases, and blended and reaction/process flavors, with 
greater than 3 percent raw meat or poultry, or 2 percent or more 
cooked meat or poultry, in their formulation are amenable to FSIS 
jurisdiction.	The	FSIS	stated	that	recent	findings	show	that	some	
manufacturers	of	flavor	products	formulated	with	significant	levels	
of meat, meat byproducts, poultry, and poultry byproducts (e.g., 
30-70 percent) are not aware that such products are under FSIS 
jurisdiction. The FSIS stated that these manufacturers need to take 
necessary steps to come under inspection. 72 Fed. Reg. 3779 (Jan. 
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26, 2007).
 FEDERAL INCOME 
TAXATION
 BASIS. The taxpayers inherited an art gallery. The art collection 
was appraised for federal estate tax purposes and discounts were 
applied to the fair market value to account for various aspects of 
the collection, including marketability and wholesale discounts. 
The taxpayers operated the gallery for a few years using the 
discounted value of the art collection in determining the costs of 
goods	sold	each	year.	However,	the	taxpayers	filed	amended	returns	
using undiscounted values for the collection, based on the original 
appraised fair market value. The Tax Court held that, under the “duty 
of consistency” doctrine, the taxpayers had to use the discounted 
value determined for estate tax purposes in valuing the collection 
for	 income	 tax	 purposes.	The	 appellate	 court	 affirmed.	Janis v. 
Comm’r, 2007-1 u.S. Tax Cas. (CCH) ¶ 50,210 (2d Cir. 2006), 
aff’g, T.C. Memo. 2004-117.
 DISASTER LOSSES. On February 1, 2007, the president 
determined that certain areas in Oklahoma are eligible for assistance 
from the government under the Disaster Relief and Emergency 
Assistance Act (42 U.S.C. § 5121) as a result of severe winter 
storms, which began on December 128-30, 2006. FEMA-1677-DR.  
Taxpayers who sustained losses attributable to these disasters may 
deduct the losses on their 2005 returns.  On January 1, 2007, the 
president determined that certain areas in Oklahoma are eligible for 
assistance from the government under the Act as a result of severe 
winter storms, which began on January 12-26, 2007. FEMA-16758-
DR. Taxpayers who sustained losses attributable to these disasters 
may deduct the losses on their 2006 returns.
 DISCHARGE OF INDEBTEDNESS. The taxpayers, husband 
and wife, obtained a settlement of credit card debts for less than was 
owed on the cards. The debtors claimed the insolvency exception 
to the taxation of the discharge of indebtedness income from the 
settlement. The issue was whether the taxpayers could exclude 
the value of their residence, an exempt asset in bankruptcy, from 
the calculation of insolvency. The court held that the value of the 
residence was included in the taxpayers’ assets, and the mortgage 
included in their liabilities, for purposes of determining insolvency 
under the I.R.C. § 108(d)(3) exception to taxation of discharge of 
indebtedness income.  Quartemont v. Comm’r, T.C. Summary 
Op. 2007-19.
 ENTERTAINMENT AND TRAVEL EXPENSES. The IRS 
has	issued	a	fact	sheet	reminding	taxpayers	that	there	are	specific	
guidelines to be followed when deducting travel, entertainment and 
gift expenses. Ordinary and necessary business-related expenses 
for traveling away from home, entertaining clients and customers 
and giving gifts to customers, employees and others with whom 
they have a business relationship may be deductible. Taxpayers 
who deduct these expenses must exclude personal expenses when 
computing their deductions and must have documentation. The 
documentation must include a statement of the business purpose, 
names of the persons being entertained, date and location. The IRS 
also reminds taxpayers that only 50 percent of business meals and 
entertainment can be deducted. FS-2007-10.
 HEALTH AND ACCIDENT PLANS. The taxpayer was a 
partnership that offers a self-funded group health plan to its 
eligible partners and its non-partner employees. The plan offered 
two	benefit	 options	 that	 differ	 in	 the	 level	 of	 deductibles	 and	
out-of-pocked maximums plan participants pay. Within each 
benefit	 option,	 levels	 of	 coverage	were	 offered	 for	 employee	
only, employee plus one, or family coverage. Eligible medical 
expenses of partners and non-partner employees (and their 
respective covered spouses and dependents) were reimbursed by 
the plan from a general account funded with premium payments 
made by the participants, as well as contributions made directly 
by	taxpayer.	The	amount	of	the	premium	for	each	benefit	option	
and for each level of coverage was determined by taxpayer prior 
to the beginning of each plan year, in consultation with the plan’s 
independent third-party administrator. Premiums were calculated 
by adding the cost of projected claims plus 25 percent, the cost 
of stop-loss insurance, the cost of an administrative service 
charge and a consulting service fee. Taxpayer then charged each 
participating partner and non-partner employee, on a monthly 
basis, a pro rata share of these projected and actual costs of the 
plan. Partners and non-partner employees were charged the same 
premium	depending	on	the	benefit	option	and	type	of	coverage	
elected. Premiums did not vary among participants. The taxpayer 
subsidized a portion of the premium on behalf of its non-partner 
employees. All premium payments were paid to the taxpayer’s 
general account and plan administrative expenses and eligible 
medical expenses under the plan were paid from this account. If 
the total premium payments exceeded the claims and expenses 
incurred for a plan year, the excess was used to pay claims and 
expenses of the plan incurred in the following plan year, thus 
reducing premium payments for all participants in that following 
(or subsequent) plan year. If the total premium payments for a 
plan year were less than the claims and expenses of the plan for 
the plan year, the taxpayer made a contribution to the general 
account	to	cover	the	deficiency.	The	taxpayer	contracted	with	an	
insurer to cover the excess risk to the taxpayer of catastrophic 
health claims. The IRS ruled that (1) the plan was “an arrangement 
having the effect of accident or health insurance” as that phrase 
is used in I.R.C. § 104(a)(3); (2) payments from the plan made 
to	or	for	the	benefit	of	partners	for	themselves	and	their	spouses	
and dependents were excludable from the partners’ income under 
I.R.C. § 104(a)(3); and (3) premium payments made by individual 
partners for coverage under the plan were deductible by them 
under I.R.C. § 162(l), subject to the limitations of that provision. 
Ltr. Rul. 200704017, Oct. 26, 2006.
 The taxpayers, husband and wife, operated a farm. The 
taxpayers entered into an employment contract which made the 
wife an employee of the husband. The employment contract 
was entered into as part of a health insurance plan purchased 
by the taxpayers. The taxpayers did not keep any employment 
records for the work performed by the wife. The wife was paid 
$2000 per year plus reimbursements for health insurance and 
medical costs as provided by the plan. The court held that the 
taxpayers were not entitled to deduct the health insurance and 
medical costs reimbursed to the wife because the lack of records 
of employment failed to prove that such reimbursement was 
reasonable compensation for the work performed by the wife. 
Francis v. Comm’r, T.C. Memo. 2007-33.
 The taxpayers, husband and wife, entered into an employment 
Agricultural Law Digest 29
agreement under which the husband was employed in the wife’s 
upholstery business. The wife was self-employed. Under the 
agreement, the husband was to be reimbursed for health insurance 
and medical costs.  The taxpayers claimed that the husband paid 
for the health insurance which covered the wife; therefore, the 
wife’s business could deduct the full reimbursement payments 
to the husband. The taxpayer presented no written evidence to 
support any payment of the health insurance premiums by the 
husband or even the insurance policy. The court held that the 
taxpayers were limited to deducting only 60 percent (the limit 
for 2001) of the wife’s health insurance premiums because the 
taxpayers failed to prove that the husband made the premium 
payments. Snorek v. Comm’r, T.C. Memo. 2007-34.
 HyBRID VEHICLE TAX CREDIT.  The IRS has announced 
the	hybrid	vehicle	certifications	and	the	credit	amounts	for:
 Year and Model Credit Amount
 2008 Ford Escape 2WD Hybrid $3,000
 2008 Mercury Mariner 2WD Hybrid $3,000
 2008 Ford Escape 4WD Hybrid $2,200
 2008 Mercury Mariner 4WD Hybrid $2,200
 2006, 2007 Chevrolet Silverado Hybrid 2WD $250
 2006, 2007 Chevrolet Silverado Hybrid 4WD $650
 2006, 2007 GMC Sierra Hybrid 2WD $250
 2006, 2007 GMC Sierra Hybrid 4WD $650
 2007 Saturn Vue Green Line $650
 The credit for Toyota and Lexus vehicles has been reduced 
because	more	than	60,000	vehicles	have	been	sold.	The	qualified	
Toyota and Lexus vehicles, and the credit amount allowable for 
each when purchased before April 1, 2007, are:
 2005-2007 Toyota Prius $1,575
 2006, 2007 Toyota Highlander 2WD, 4WD $1,300
 2007 Toyota Camry Hybrid $1,300
 2006, 2007 Lexus RX 400h 2WD, 4WD $1,100
 2007 Lexus GS 450h $775
See Harl, “Additional Items in the Energy Policy Act of 2005, 
16 Agric. L. Dig. 131 (2005). IR-2007-22; IR-2007-28; IR-
2007-29.
 LOSSES. The taxpayer was a licensed physician who engaged 
in	day	trading	of	securities	for	the	taxpayer’s	personal	benefit.	
The taxpayer did not have any customers for the trading activity, 
did not earn or attempt to earn any commissions with regard 
to the trading activity, and did not maintain a place of business 
for the trading activity. The taxpayer did not earn dividends 
or interest from the securities traded and did not engage in the 
trading activity with the purpose of earning dividends or interest. 
The court held that the taxpayer was not, for federal income tax 
purposes, a dealer in the securities traded; therefore, any losses 
from the activity were capital and could not be used to offset 
ordinary income except to the extent of $3,000. The losses could 
also only be carried forward to offset capital gains in future tax 
years and could not be treated as net operating losses.  Jamie v. 
Comm’r, T.C. Memo. 2007-22.
 OFFERS IN COMPROMISE. The taxpayers invested in 
cattle-breeding	 tax	 shelters	and	were	assessed	 tax	deficiencies	
when the tax advantages of the shelters were disallowed. The 
taxpayer submitted an offer in compromise for just under one-
half of the taxes, interest and penalties assessed. The taxpayers 
claimed	 that	 the	offer	 in	compromise	was	sufficient	under	 the	
promotion of effective tax administration grounds for acceptance of 
offers in compromise provided by Treas. Reg. § 301.7122-1(b)(3). 
The IRS denied the offer based on the taxpayers’ substantial net 
worth	and	annual	income	which	was	more	than	sufficient	to	pay	the	
tax	deficiency.		The	court	held	that	the	IRS	refusal	of	the	offer	was	
not arbitrary or capricious based on the failure of the IRS to give 
greater weight to the taxpayers’ claim of victimization by the fraud 
of the tax shelter promoter or the lengthy time of the entire case.  
Freeman v. Comm’r, T.C. Memo. 2007-28.
 PARTNERSHIPS
 BASIS ADJUSTMENT ELECTION. One of the partners of 
a partnership died and the partner’s interest passed to a trust 
beneficiary.	The	partnership	hired	a	tax	advisor	but	the	partnership	
still failed to make the I.R.C. § 754 election to adjust the partnership 
basis in partnership property upon the transfer of the partner’s 
interest.	The	IRS	granted	an	extension	of	time	to	file	the	election.	
Ltr. Rul. 200704023, Oct. 16, 2006.
 FAMILY LIMITED PARTNERSHIPS. The IRS has published 
Appeals Settlement Guidelines covering four issues of valuation 
discounts for  interests in family limited partnerships (FLP) and 
family	limited	liability	corporations	(FLLC).	The	first	issue	covered	
is whether the fair market value of transfers of family limited 
partnership or family limited liability corporation interests by 
death or gift is properly discounted from the pro rata value of the 
underlying assets. The IRS position is that there should be minimal 
discounts or no discounts from the pro rata value of the underlying 
asset value of the entity. The second issue is whether the fair market 
value at date of death of I.R.C. §§ 2036 or 2038 transfers should be 
included in the gross estate. The IRS position is that where the facts 
and	circumstances	indicate	the	decedent	retained	a	sufficient	interest	
in the transferred property, the property is includible. The third issue 
is whether there is an indirect gift of the underlying assets, rather than 
the family limited partnership interests, where the transfers of assets 
to the family limited partnership (funding) occurred either before, at 
the same time, or after the gifts of the limited partnership interests 
were made to family members. The IRS position is that transfers 
of assets to a family limited partnership after transfers of limited 
partnership interests were made to family members are indirect gifts 
and subject to the gift tax provisions. The fourth issue is whether an 
accuracy-related penalty under I.R.C. § 6662 is applicable to any 
portion	of	a	deficiency	resulting	from	an	improper	valuation	discount.	
The IRS position is that a penalty may be applied where the valuation 
discount claimed is egregious or results from negligence.  Appeals 
Coordinated Issue Settlement Guidelines, Issue: Discounts for 
Family Limited Partnerships, (Oct. 20, 2006).
 PENALTIES.  The IRS has issued a  revenue procedure providing 
guidance to taxpayers against whom a penalty under I.R.C. §§ 6707 
or 6707A is assessed, and who may request rescission of all or any 
portion of that penalty from the Commissioner of the IRS if the 
penalty is with respect to a reportable transaction other than a listed 
transaction. The revenue procedure describes the procedures for 
requesting rescission, including the deadline by which a taxpayer 
must request rescission; the information the taxpayer must provide in 
the rescission request; the factors that weigh in favor of and against 
granting rescission; where the taxpayer must submit the rescission 
request; and the rules governing requests for additional information 
from the taxpayer requesting rescission. Rev. Proc. 2007-21, I.R.B. 
2007-9.
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 PENSION PLANS. The IRS announced that it will be issuing 
proposed regulations which will provide that the only permissible 
nontraditional	benefit	payments	(other	than	retirement-type	benefits	
and	 subsidies)	 under	 a	 defined	 benefit	 plan	 are	 the	 ancillary	
benefits	described	in	Treas.	Reg. §1.411(d)-3(g)(2) relating to (1) 
social	 security	 supplements;	 (2)	 certain	 disability	 benefits;	 (3)	
life	insurance	benefits;	(4)	medical	benefits	(described	in	I.R.C. 
§ 401(h);	(5)	certain	non-optional	death	benefits;	and	(6)	certain	
plant	shutdown	benefits	and	similar	benefits	that	do	not	continue	
past retirement age.  Notice 2007-14, I.R.B. 2007-7.
 The IRS has adopted as final regulations setting forth the 
mortality tables to be used under I.R.C. § 412(l)(7)(C)(ii) to 
determine	current	liability	for	participants	and	beneficiaries	(other	
than disabled participants) for plan years beginning on or after 
January 1, 2007. 72 Fed. Reg. 4955 (Feb. 2, 2007).
 For plans beginning in February 2007 for purposes of determining 
the full funding limitation under I.R.C. § 412(c)(7), the 30-year 
Treasury securities rate for this period is 4.85 percent, the corporate 
bond weighted average is 5.79 percent, and the 90 percent to 100 
percent permissible range is 5.21 percent to 5.79 percent. Notice 
2007-20, I.R.B. 2007-9.
 RETuRNS. The IRS has redesigned Form 940, “Employer’s 
Annual Federal Unemployment (FUTA) Tax Return” for tax 
year 2006. The new form, which was due on January 31, 
2007, incorporates the advantages of Form 940-EZ, which was 
discontinued for tax year 2006. The improvements include (1) 
a logical sequence from the taxpayer’s point of view; (2) eight 
separate parts with visual cues, breaking up the task into smaller 
steps; (3) a new Schedule A for multistate employers or credit 
reduction situations; and (4) check boxes instead of A, B, C 
questions. The redesigned Form 940, Instructions, and Schedule 
A can be viewed at or downloaded from the IRS website at www.
irs.gov, in the Forms & Pubs section. IR-2007-17.
 The IRS has issued a fact sheet that urges taxpayers to be careful 
of return preparer fraud when choosing a tax preparer. According 
to the fact sheet, return preparer fraud generally involves the 
preparation	 and	filing	of	 income	 tax	 returns	 that	 claim	 inflated	
personal or business expenses, false deductions, unallowable 
credits	or	excessive	exemptions.	This	 includes	 inflated	requests	
for the special one-time refund of the long-distance telephone 
tax and tax credits such as the earned income tax credit. The fact 
sheet reminds taxpayers that, even if they are unaware of false 
information that may appear on their returns, they are responsible 
for any additional taxes and interest and may be subject to penalties 
and	criminal	prosecution	for	filing	a	false	tax	return.	The	fact	sheet	
includes helpful hints when choosing a return preparer, criminal 
investigation statistical information on return preparer fraud, case 
summaries of criminal and civil legal actions against certain return 
preparers, and directions for reporting suspected tax fraud activity. 
FS-2007-12.
 The IRS has released a fact sheet discussing the various electronic 
payment options available in 2007. Taxpayers can pay 2006 income 
taxes electronically through e-pay options such as electronic funds 
withdrawal from a checking or savings account or by paying with a 
credit card. Taxpayers can also use these methods to pay projected 
tax	when	 requesting	an	automatic	extension	of	 time	 to	file	and	
to pay quarterly estimated taxes for tax year 2007. In addition, 
taxpayers can make a credit card payment for past due tax from 
1997 and after.  Businesses can use electronic funds withdrawal 
to	pay	taxes	on	employment,	corporate	and	fiduciary	tax	returns	
and	to	pay	projected	tax	due	when	requesting	a	filing	extension.	
Businesses can also make a credit card payment for taxes owed 
on employment tax returns and for past due taxes from 1997 and 
after. FS-2007-11.
 The IRS has announced that free return-preparation help 
sponsored	by	the	IRS	and	nonprofit	and	community	organizations	
will be available at more than 12,000 locations during this tax 
season. The IRS Volunteer Income Tax Assistance (VITA) Program 
offers free tax help to people who earn less than $39,000. The Tax 
Counseling for the Elderly (TCE) Program offers free tax help to 
taxpayers who are 60 and older. For information, call 1-800-829-
1040. As part of the TCE Program, AARP offers the Tax-Aide 
counseling program at nearly 8,000 sites nationwide during the 
filing	season.	To	locate	the	nearest	AARP	Tax-Aide	site,	call	1-
888-227-7669 or visit AARP’s internet site. Most sites offering 
free preparation help also help taxpayers take advantage of free 
e-filing	of	their	returns.	Programs	overseen	by	the	Armed	Forces	
Tax Council provide free tax assistance to military personnel and 
their families all over the world. IR-2007-23.
 STATE AND LOCAL TAX DEDuCTION. The IRS has 
provided a new internet tool to help individual taxpayers determine 
whether	they	might	benefit	by	electing	to	deduct	their	state	and	local	
general sales taxes. The Tax Relief and Health Care Act of 2006 
(Pub. L. No. 109-432), enacted in late December 2006, reinstated 
the optional deduction for state and local sales taxes. Because of 
this late enactment date, the IRS has announced that it would not 
begin processing returns claiming the sales tax deduction until 
February 3, 2007. To use the sales tax calculator, taxpayers input 
their adjusted gross income, number of exemptions and zip code. 
The IRS estimates most taxpayers will get an answer in less than 
five	minutes.	To	find	the	tool,	enter	“sales	tax	calculator”	into	the	
search box at www.irs.gov. IR-2007-19.
 SELF-EMPLOyMENT INCOME .  The Commerce 
Clearing House is reporting that 19 U.S. Senators have 
sent a letter to the Secretary of the Treasury and the IRS 
Commissioner requesting that the IRS reverse its position, 
expressed in Notice 2006-108, I.R.B. 2005-51, 1118, that CRP 
payments were subject to self-employment tax. According to 
CCH, the senators threaten legislative action if the IRS does not 
reverse its position. See Harl, “IRS Notice on SE Tax for CRP 
Payments,” 18 Agric. L. Dig. 1 (2007). This article is available 
by e-mail free to Digest subscribers by request from robert@
agrilawpress.com.
 TAX SHELTERS. The IRS has issued updated procedures that 
provide that certain transactions are not reportable as transactions 
with contractual protection. Under the procedure, Treas. Reg. § 
1.6011-4(b)(4) does not apply to transactions in which refundable 
or contingent fees are based on the taxpayer’s liability for taxes 
other than federal income taxes. Eight transactions are excepted 
from the rules regarding transactions with contractual protection. 
Those transactions are transactions in which the refundable or 
contingent fee is related to: (1) the work opportunity credit under 
I.R.C. § 51; (2) the welfare-to-work credit under I.R.C. § 51A; 
(3) the Indian employment credit under I.R.C. § 45A(a); (4) the 
low-income housing credit under I.R.C. § 42(a); (5) the new 
markets tax credit under I.R.C. § 45D(a); (6) the empowerment 
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zone employment credit under I.R.C. § 1396(a); (7) the renewal 
community employment credit under I.R.C. § 1400H; and (8) the 
employee retention credit under I.R.C. § 1400R(a), (b) or (c). Rev. 
Proc. 2007-20, I.R.B. 2007-7.
 TELEPHONE EXCISE TAX REFuND. The IRS has 
announced that it has noticed many mistakes on returns as to the 
telephone excise tax refund, including—
 (1) failing to request the telephone-tax refund altogether; 
	 (2)	filling	out	Form	1040EZ-T	incorrectly	by	failing	to	complete	
Line 1a, indicating the refund amount requested. This form was 
designed for taxpayers, approximately 10 million low-income and 
elder	individuals,	who	are	not	required	to	file	an	income	tax	return	
but who are eligible to claim the telephone-tax refund;
	 (3)	filing	duplicate	requests;
 (4) requesting refunds based on the entire amount of the 
taxpayer’s telephone bills rather than the three-percent tax on 
long-distance and bundled service; and
 (5) requesting refunds in the thousands of dollars implying that 
the taxpayer paid more for telephone service than their actual 
income. These returns are being investigated for potential abuses 
and the IRS will prosecute taxpayers and tax return preparers who 
knowingly request improper amounts.
 The IRS announcement contains several suggestions for 
avoiding these mistakes.  IR-2007-21.
WAGES. The U.S. Supreme Court has denied certiorari of an 
appeal of the following case.  The taxpayers were employed as 
tenured public school teachers who elected to participate in an 
early retirement program under which they received payments over 
five	years	in	exchange	for	taking	early	retirement.	The	taxpayers	
argued that the payments were not subject to FICA withholding 
because the payments were made in exchange for the taxpayer’s 
tenure, a property right. The court held that the payments were 
subject to FICA withholding because the payments arose out of the 
taxpayer’s employment. The court declined to follow the holding in 
North Dakota State University v. United States, 255 F.3d 599 (8th 
Cir. 2001), noting that the tenure in the present case was earned 
merely by length of employment and not through demonstrated 
and	 evaluated	proficiency.	Appoloni v. united States, 2006-1 
u.S. Tax Cas. (CCH) ¶ 50,347 (6th Cir. 2006), aff’g, 2004-2 
u.S. Tax Cas. (CCH) ¶ 50,333 (W.D. Mich. 2004). Appoloni v. 
united States, 2006-1 u.S. Tax Cas. (CCH) ¶ 50,347 (6th Cir. 
2006), rev’g, klender v. united States, 2004-2 u.S. Tax Cas. 
(CCH) ¶ 50,358 (W.D. Mich. 2004).
 The IRS has issued a revised, but essentially unchanged, 
nonacquiescence for North Dakota State University v. United 
States, mentioned in the summary above. North Dakota State 
university v. united States, 255 F.3d 599 (8th Cir. 2001), 
nonacq., 2001-2 C.B. xv, revised, I.R.B. 2007-6.
STATE REGuLATION OF 
AGRICuLTuRE
 HORSE MEAT. The plaintiff operated two meat processing 
facilities which processed horse meat into various products, 
including horse meat for human consumption. The plaintiff brought 
a action to declare that the processing of horse meat for human 
consumption was not illegal in Texas. The plaintiff acknowledged 
that Tex. Agric. Code Ch. 149 expressly prohibited the processing 
of horse meat for human consumption; however, the plaintiff argued 
that the law was repealed by the enactment of another law, Tex. 
Health & Safety Code § 433.033, because the second law regulated 
the labeling of horse meat products for human consumption. The 
court noted that Section 433.033 did not expressly repeal Chapter 
149 and held that Section 433.033 did not repeal Chapter 149 
through inconsistency because Section 433.033 regulated only 
labeling, not processing of horse meat. The court also held that 
Chapter 149 was not pre-empted by the Federal Meat Inspection 
Act for the same reasons and was not prohibited by the dormant 
Commerce Clause of the U.S. Constitution because Chapter 149 
applied equally to state and non-state processors. Empacadora 
de Carnes de Fresnillo, S.A. De C.V. v. Curry, 2007 u.S. App. 
LEXIS 1178 (5th Cir. 2007), rev’g, 2005 u.S. Dist. LEXIS 18261 
(N.D. Tex. 2005).  
COMPLETELy uPDATED AND REVISED By NEIL E. HARL
FARM INCOME TAX MANuAL
 This annually (December) updated manual helps you save time 
and money on farm income tax returns, whether you own a farm 
yourself or you prepare tax returns for farm owners.
 Take advantage of the comprehensive, up-to-date coverage 
in Farm Income Tax Manual.  Detailing the steps involved in 
preparing your return, this indispensable manual discusses personal 
exemptions, personal deductions, credits, sale of capital assets, 
involuntary conversions, farm partnerships and all other aspects 
of farm taxes.
 A revised and updated Farm Income Tax Manual is published 
each December. It draws lessons from careful study of all relevant 
parts of the Internal Revenue Code and major legislative acts.
Table of Contents:
Chapter 1 Preparation of Farm Returns
Chapter 2 Tax Returns and controversies
Chapter 3 Reporting Income Items
Chapter 4 Recording Expense Items
Chapter 5 Land and Depreciable Property
Chapter 6 Accrual-Basis Returns
Chapter 7 Personal Expenses, Exemptions and Credits
Chapter 8 Tax-Saving Suggestions for Farmers
Chapter 9 Farm Partnerships
Chapter 10 Farm Corporations
Chapter  11 Farmers’ Social Security.
 Order from your LexisNexis representative or call 1-800-533-
1637.
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AGRICuLTuRAL TAX SEMINARS
by Neil E. Harl
May 17-18, 2007      Interstate Holiday Inn, Grand Island, NE
 Come join us for expert and practical seminars on the essential aspects of agricultural tax and law. Gain insight and understanding 
from the nation’s top agricultural tax and law instructor.
 The seminars are held on Thursday, and Friday from 8:00 am to 5:00 pm. Registrants may attend one or both days, with separate 
pricing for each combination. On Thursday, Dr. Harl will speak about farm and ranch income tax. On Friday, Dr. Harl will cover farm 
and ranch estate and business planning. Your registration fee includes comprehensive annotated seminar materials for the days attended 
and lunch.
 The seminar registration fees for current subscribers to the Agricultural Law Digest, the Agricultural Law Manual, or Principles of 
Agricultural Law	(and	for	each	one	of	multiple	registrations	from	one	firm)	are	$185	(one	day)	and	$360	(two	days).
 The registration fees for nonsubscribers are $200 (one day) and $390 (two days). respectively.
 All Digest subscribers will receive a brochure in the mail soon. Full information will also be available online at http://www.agrilawpress.
com  Contact Robert Achenbach at 541-302-1958, e-mail Robert@agrilawpress.com
*     *     *     *     *
SELECTED ISSuES IN FARM TAXATION
By Roger A. McEowen
June 11-12, 2007      Grand Ely Lodge, Ely, MN
 The seminar is designed to provide attendees with a comprehensive and practical understanding of major agricultural income tax issues. 
In addition, the speaker is open to questions and responses from the attendees. Registrants may attend one or both days, with separate 
pricing for each combination. Your registration fee includes a comprehensive, annotated manual that will be updated just before the 
seminar. Break refreshments are included in the registration fee. NOTE: Register early due to space availability. Registration is limited 
to 70 participants.
 The seminars are held on Monday from 1:00 am to 5:00 pm, and Tuesday from 8:00 am to noon. Registrants may attend one or both 
days. On Monday, Professor McEowen will speak about farm and ranch income tax. On Tuesday, Professor McEowen will cover farm and 
ranch estate and business planning. Your registration fee includes comprehensive annotated seminar materials for the days attended.
 The seminar registration fees are $90 (one day) and $150 (two days).  After February 28, 2007, the registration fees are $125 (one day) 
and $200 (two days). respectively.
 These seminars are sponsored by Iowa State university.  Full information is available online at www.extension.iastate.edu/agdm/
wdlegalandtaxes.HTML.  Contact Paula Beckman, Agricultural Law, Iowa State University, 206 Curtiss Hall, Ames, IA  50011-1050 
Tel: 515-294-6924  Fax: 515-294-0700 E-mail: pbeckman@iastate.edu
